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Abstract

Business process management (BPM) and process orientation is the focus of many researchers in the
operational management. Various models have been developed that demonstrate the maturity,
importance and role of BPM in setting a business strategy, as well as in design, implementation and
control of business processes. Accepting the idea of the need for further research in this area, a research
was conducted, and the results are presented in this article. The presented model is a result of numerous
examples from various literary sources, experimentally obtained information, as well as knowledge from
competent respondents. The model includes five dimensions of key factors for successful design,
implementation and control of business processes, in accordance with the set of business strategies.
Respondents in this research were middle and upper-level managers (315 respondents) from 45
organisations set in industrial, financial and telecommunications sectors. Research results show that
organisations that have accepted the proposed model have a chance to take advantage of the process
orientation positive effects and successfully manage business processes.
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1. INTRODUCTION

Business Process Orientation (BPO) or Process Orientation (PO) implies a focus on business
processes instead of the classic hierarchical structure of the organisation [1]. Process orientation
emphasizes processes opposed to hierarchy with a special focus on output and on meeting
consumer requirements [2]. Having in mind the process flow (input, activity output), PO is
often called a horizontal organisation, an organisation focused on business processes or simply
a process organisation. Orientation to process organisation includes focus of managers and
employees on business processes, business process mapping and process standardization, which
significantly affects process performance and customer focused performance [3]. Empirical
research has not sufficiently determined the impact of PO on increasing knowledge and
maturity of its application in business organisations. Also, research has not clearly shown that
the BPM approach affects the increase in acceptance of process orientation [4]. Many authors
believe that there are challenges and limitations to the implementation of the principles of
process orientation into an operational organisation. Total Quality Management (TQM),
Process Improvement, and Business Process Reengineering (BPR) are some of the most
commonly used approaches in increasing the appliance of business process orientation. The
most important role is held by the Business Process Management approach, which managed to
incorporate many positive aspects of previous approaches. BPM is viewed as a collection of
management approaches based on software applications, which enable modelling, execution,
monitoring, customer presentation of business processes and rules and which are based on the
integration of functionalities of existing and new information systems [5].

The main idea in the BPM approach is to develop business processes while removing
activities that do not add value and improving the flow of processes within various functions of
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the organisation [6]. BPM is an approach set to manage changes through business process
improvement, encompassing the entire process life cycle, from analysis and design to
implementation, automation and execution of business processes. Business process
management is a broader concept than modelling and changing business processes because it
enables the integration of business processes and information systems as well as the execution,
coordination, monitoring and control of processes. Having in mind that the focus is on the
organisation and business processes, the subject approach can be defined as achievement of
organisational goals through improvement, management and control of essential (key) business
processes [7]. BPM is more than business process improvement and reengineering, more than
process design and more than software applications. It is an integral part of management that
includes the implementation, execution and analysis of business processes. BPM is a field of
knowledge that contains methods, techniques and tools for the design, execution, control and
analysis of business processes [8].

The importance and role of BPM in the introduction of process orientation and successful
business operations of the company has been discussed in many recent scientific papers, which
influenced the decision to conduct this research. This research provides several important
theoretical and managerial contributions that lead to better understanding of the essence of
process orientation and business process management approaches. The basic dimensions of the
BPM approach are set, and then the empirical research determines the importance of certain
individual dimensions, their relationship and the impact on the maturity of BPM. Also, by
setting such a BPM model, a contribution is made to the understanding of the role of business
processes and process orientation by managers and employees, the significance of mapping
processes, standardization and continuous process improvement. The result of this research is
a small contribution to the ongoing effort to improve the efficiency of business processes and
the effectiveness of industrial and service enterprises.

2. THEORETICAL BACKGROUND AND RESEARCH QUESTIONS

Basic goal of the concept of BPM is managing and improving business processes as
organisations have accepted that process orientation can bring a certain degree of consistency
and ensure acceptance of the company’s strategic goals by employees [9]. BPM is not only a
technology. BPM includes business processes, methodologies, metrics and IT technology used
to design, monitor, measures and manage a business. BPM brings more capability than ever
before to align operational activities with strategies and goals. This helps us to focus our
enterprise resources on the creation and improvement of customer value. In this way, BPM is
set in the centre of business processes as critical organisational asset that must be recognized
and developed to deliver value-added products and services to customer.

Most authors that research problems of applying the process approach agree that the BPM
approach allows organisations to implement strategies that were set, to design business
processes, to implement business process models and to control business processes. When it
comes to the choice of dimensions (key factors) for the successful implementation of BPM and
PO, there are different opinions, but they do not differ much. Table I shows the dimensions of
BPM approach that are highlighted by notable authors and which are the fundamental basis for
the selection of the five dimensions that are key factors for successful design, implementation
and control of business processes in accordance with the established strategies of business
operations.
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Table I: Core dimensions of BPM identified in the literature.

No. Dimensions Authors
Documented processes, Horizontal linkages across organisation structure, Availability of
systems and procedures to ensure consistency or performance, Implementation of tracking

1 and measurement of performance, Continuous improvement through problem solving, [10]
Cultural change geared towards process orientation.

2 Strategic approach, Process management (methods), Information technology and standards, [11]
Employee management, Business culture.
Processes awareness, Process description, Process measurement, Process control, Process

3 . . [12]
improvement, Resources and knowledge, Information technology.

4 Strategic alignment, Performance measurement, Organisational changes, IS support, [13]

Employee training and empowerment.
5 | Goal-dimension, Process-dimension, Organisation-dimension, Environment-dimension. [14]
Process design and documentation, Management commitment, process owner, Process
performance measurement, Corporate culture in line with the process approach,
Organisational structure in line with the process approach, People and expertise, Process-
oriented HR systems, Coordination and integration of process projects.

7 | Strategic Alignment, Governance, Methods, Information Technology, People, Culture [16]
Manager commitment, Employee involvement, IT infrastructure, Strategic alignment, [17]
Organisation culture, Organisation performance.

Information technology, Process management, Employee management, Strategy, Business
culture.

Investing in human capital, Support of top management, Structured and systematic
methodology, Align goals and targets to strategic planning, Continuous measurement and
10 | monitoring, Control resistance to change control resistance to change, Clear and defined [19]
responsibilities, Align IT (software) and BPM (relevant information), Controlling excessive
bureaucracy, and Executive support throughout the implementation stages.

Strategic perspective, Determination and documenting of processes, Measurement and
management of processes, Process-oriented organisational structure, HR management,

[15]

[18]

1 Process-oriented organisational culture, Market orientation, Suppliers’ perspective [20]
(business partners), Process-oriented information technology.
12 Organisation coordination, Process definition, Organisation structuring, Cultural fit, [21]

Improvement, Measurement.

The research results are the basis for the selection of dimensions that represent key factors
of BPM model in this study. The basis of the research presented in this paper is an adapted
model, which is proposed by Ongena and Ravesteyn [12], as well as the model dimensions
shown in Table I. The model is made out of five dimensions that are based on business process
orientation and which can be a starting point for determining the significance, use and maturity
of the BPM approach.

2.1 Strategies and goals

In order to achieve long-term success and improved performance, BPM must be closely related
to the organisational strategy [22]. Understanding the strategic context of a BPM program is
crucial in order to maximize the value of process improvement and close strategic relation
between competitive strategy and operation functions [23]. The strategy of the organisation in
the descriptive / organic approach is understood as planned or actual coordination of main goals
and actions of the organisation, in time and space, which constantly connects the organisation
with its environment. A mature organisation must be harmoniously connected horizontally and
vertically. The goal and performance of a certain assignment must be consistent with the goals
and performance of the process, and the goals and performance of the process must be
consistent with the strategic goals and performance of the organisation [24]. The organisations
strategy describes how the organisation intends to create sustainable value growth for its
owners, consumers, and citizens. It is necessary to identify the critical processes in which the
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organisation has to be extraordinarily successful in order to achieve the objectives of the
organisation concerning all relevant stakeholders and market segments. Failure to clarify the
importance of implementing strategies and achieving goals is a crucial factor that can lead to
failure in an organisations business [25]. Processes will not achieve business goals
automatically; they require continuous and effective management — process-oriented
management. Process support and contribute to the achievement of strategic, tactical and
operational goals with the help of technology and people. It should be noted that the procedures
of optimization and continuous improvement of business at the level of operational activities
must be harmonized by mapping the value chains determined by the set strategies at the highest
level of the organisation [26]. Strategies are becoming real through processes, and for that
reason, the lack of connection between the company’s strategy and its goals is considered one
of the critical factors of high relevance [25].

2.2 Process design

The second dimension is process design. This dimension includes development of business
process models through the organisation, which should contain detailed descriptions of
processes (inputs, activities, outputs). Business process models should also define the
organisational structure and employees who perform the processes, as well as technologies used
in the implementation of the process, primarily information technology. The model shows
which business processes are executed in the organisation and what are the interrelationships
between them [27]. In order to successfully control, measure, analyse and improve business
processes, it is necessary to define process goals and business process performance indicators
while designing the model [12]. Business process design consists of creating a new
specification of business processes, determining and displaying their activities and tasks, rules
and definitions for exchanging information between functional groups, physical design and IT
infrastructure. Using business process modelling, information is processed and displayed in
process models [28]. Designing processes, among other techniques, contributes to determining
the feasibility of projects to improve processes. This enables consolidation of knowledge,
identification and formulation of changes, in accordance with future goals and needs of the
current situation. This is why it is necessary to choose appropriate methods and techniques for
the context of a real situation. Designed business process models can be applied to analyse how
the process is currently running (As-1s), in order to support the design of what the process
should be (To-Be) [29].

2.3 Process measurement

The most cited dimension was measurement and continuous monitoring. Ravesteyn and
Batenburg [30] claim that BPM aims to continuously monitor processes to promote a steady
improvement. Managing performance includes continuous observations, monitoring, tracking
activities of the organisation and its processes and components, as well as the effects of these
activities in order to gain insight into the amount and speed of progress made while achieving
the goals that have been set. In doing so, it is necessary to measure performances and do
performance evaluation, to compare planned with achieved, and to pass on the corresponding
feedback information of achievements that were made [24].

Information obtained through measurement, analysis and evaluation is a necessary
condition for sound decision-making for strategic management purposes. They enable
monitoring (and anticipation) of changes significant for the purposes of performance
management and describe whether and to what extent the organisation, process, program,
project, business, achieve the set goals; enable demonstration of the achievements of set targets
and goals, as well as description (and comparison) of progress towards set targets and goals.
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Performance measurement consists of a systematic definition and selection (quantitative or
qualitative) of measurable indicators, as well as obtaining their measures at certain intervals,
the tracking of which enables monitoring achievements and progress in the process of achieving
previously set goals [24].

Measurement and analysis activities of the process include: setting measurement objectives,
setting measures, determining procedures for data collection and storage, defining data analysis
procedures, storing measurement data and analysis results.

2.4 Process improvement and employee management

Process improvement represents the stages in which customer requirements are accepted,
requirements are realized, success is assessed and customer requirements are constantly
checked in order to discover possible improvement activities. Process improvement represents
interconnected phases; it is not a simple activity. As a result, it is a continuous improvement
activity that must be done over time. It should not be an independent activity. In order to do so
the organisation should focus on eliminating wastes and identifying new areas of improvement.
The enablers within the model are the foundation that must be in place if continuous
improvement is to be achieved or commenced in the first place. The enablers include: (a) the
culture that promotes continuous improvement and innovation; (b) employee focus; (c)
integration of continuous improvement; (d) focus on critical processes and standardization of
best practices in a quality management system [31]. Progressive improvement involving
everyone in the company. Improvement initiatives that increase successes and reduce failures.
Identification and modelling of business processes and the use of information technology are
not enough if there are no highly educated employees who can perform business processes.
Employee management is a key lever for establishing process flows at an optimal level.
Continuous education, training, empowerment, acquisition of knowledge and skills of
employees affect the achievement and maintenance of the state of optimization [18]. The
participation of the entire company, staff motivation and proper training policies for employees
are just some human resource practices necessary to develop a continuous improvement
program [32]. New employees must prepare for new jobs through the process of increase
knowledge, training, encouraging innovation and creativity, improving morale and by applying
an employee reward system [33] . Skrinjar and Trkman [4] point out as an important fact that
it is important for BPM approach to ensure that employees are informed in real time about
business results so that they can adjust their activities with strategies that ensure alignment of
process orientation with company goals.

2.5 Standardized processes and information technologies

Standards in an organisation represent the documentation incurred in processes of developing,
preparing, operating and supporting the production program and service processes. They
include business process models that enable consistent performance of job activities across the
organisation. When standardizing its business processes, the enterprise exploits the best
practices throughout the company. Standardized business processes in an organisation provide
a base for their improvement. Business process models show how they are currently executed
and represent the basis for quality repetition of process execution in a future period. A
standardized process includes the knowledge and experience of employees and thus provides a
basis for educating and introducing new executors in the realization of the process, and at the
same time forms the basis for innovating the process [34].

Business systems with standardized processes reduce the complexity of a process in a
manner of elimination of redundant activities related to customers and suppliers, and
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elimination of non-value adding activities, in that way creating a basis for managing
organisations performance [3].

The fifth dimension of the BPM model found in literature was an alignment between IT and
the BPM approach. This dimension points to the fact that poor compliance between Information
Technologies and BPM can result in failure to introduce a process organisation in the company.
The need and provision of investment in IT is important because the great importance of IT in
initiating and implementing changes identified in BPM projects [22, 23]. Information
technologies provide identical measurements, which contributes to the preparation of unified
reviews and reports that managers need at the level of strategic decision-making, as well as in
making decisions at the operational level [18].

All previous considerations are the basis for asking the following research questions (RQ):

RQ1: What is the general situation in organisations in the region in terms of understanding
the impact of BPM approach on an organisation and management of business processes?

RQ2: The second goal of this paper is to investigate which key factors — dimensions in the
BPM model influence its importance in managing an organisations business?

RQ3: Which dimensions have a greater impact on importance and maturity of the BPM
model in business organisations?

3. RESEARCH METHOD

3.1 Measures and questionnaire development

To develop a questionnaire, BPM dimensions were operationalized, following the
aforementioned literature sources (i.e. Table I). Measures build upon theoretical backbone and
substantial confirmation in previous study results were considered to constitute dimensions of
a research instrument. Face validity of the questionnaire was conducted with academics,
scholars and practitioners, followed by the pilot test, in a small number of companies. Some
minor corrections were made, however, there were no major complaints, regarding the
instrument’s length and clarity. Respondents’ subjective estimates were collected with a five-
point Likert scale [35].

3.2 Sample demographic

The sample structure consisted of medium and large organisations in the manufacturing
industry, which have some organisational modality that deals with business process
management in a certain way, the telecommunications, industry, and banks. The questionnaire
surveyed over 300 respondents (from 45 organisations) whose composition by country is shown
in Table II.

Table Il : Respondent composition by the country they come from.

Country
Bosnia & Herzegovina Croatia Serbia Total
Sector of Manufacturin_g sgctor 39 58 48 145
economy T_elecommunlcatlon sector 16 16 14 46
Financial sector 22 70 32 124
Total 77 144 94 315

4. MODELLING RESULTS

Due to its exploratory nature, this study was based on the variance-based method [35]. Although
previously used in numerous studies, to the best of our knowledge, empirical validation of
research constructs was rarely the case in the context of the research population. The lack of
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empirical evidence about constructs constitution provides strong motives to take exploratory
route (variance-based), rather than confirmation approach (covariance-based). Also, the
variance-based method (PLS-SEM) works better in the case of small sample sizes, where it is
unreasonable to presume normality in the underlying data [35]. Thus, the exploratory route,
under variance-based method (PLS-SEM) was taken, in favour of parameter estimation higher
efficiency and greater statistical power [35]. The research model evaluation was carried out in
two phases [35]. The measurement model was assessed first. The research model followed
afterwards.

4.1 The measurement model

The construct constitution by its respectful manifest variables and reflective nature of research
constructs was assessed under confirmatory factor analysis (CFA). According to literature
recommendations, the analysis of following factors was conducted: construct reliability
(Cronbach's &), composite reliability (CR), convergent (CV), and discriminant validity (DV)
[35]. In favour of Cronbach's « and CR, the values were acceptable, yielding higher values than
0.7. To conduct CV, average variance extracted (AVE) and outer-loadings (OL) were examined.
AVE was above the recommended value of 0.5, while loadings were statistically significant
(t>1.96), with bottom values of 0.7, at least [35]. Further, discriminant validity was assessed
under the Fornell-Larcker criterion [35]. Given that constructs have the strongest relations only
with their indicators, and cross-loadings with other constructs have lower values, the
discriminant validity was not an issue [35]. Finally, collinearity analysis has not shown values
for variance inflation factor (VIF) greater than 4.3 [35]. These values are shown in Table I11.

Table I11: The measurement model statistics.

No. Con. IT OL a CR AVE 1 2 3 4 5 6 7 8 9 10

Core BPM Dimensions

1 PM 7 083 093 094 070 O#SL“
0.86
2 PD 5 082 091 093 074 060 o
3 PIEM 8 071 093 094 068 080 0.65 0#8L3
4 SG 4 079 082 088 064 061 048 058 0#?_0
5 SPIT 4 077 084 089 068 060 071 0.67 0.54 OI'ZSLZ
Core BPM Dimensions Relevance
6 PM 7 073 091 093 066 062 040 051 044 034 OO
7 PD 5 079 090 093 072 047 064 043 043 042 065
8 PIEM 7 074 091 093 064 058 043 058 043 040 074 064 o0
9 SG 3 081 077 087 068 041 036 041 052 030 061 064 059 o
10 SPIT 3 082 081 089 073 020 033 034 028 052 040 052 041 044 O°°

Notes: IT — Number of items per construct, OL — Minimal value for outer-loadings per construct, a —
Cronbach's alpha, CR — Composite reliability, AVE — Average variance extracted, FL — Fornell-Larcker
criterion; Con. — Construct, PM — Process measurement, PD — Process design; PIEM — Process
improvement and employee management; SG — Strategies and goals; SPIT — Standardized processes
and information technologies.
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4.2 Structural model results

Path coefficients were tasted under the bootstrapping technique, with 5000 subsamples.
Determination coefficients (R? values) were found to be acceptable, speaking in favour of the
research models predictive power [35]. Validated research model is shown in Fig. 1. Structural
model results are described in Table IV.

Table 1V: The structural model results.

Exogenous variable  Endogenous
(Core BPM variable R? B u 0 t p Sig.
Dimensions) — (Relevance)
Process measurement 0.539" 0550 0.143" 3.779° 0.000" Yes"
Process design 0.094 0.092 0.141 0.669 0.503 No
Proc. imp. and emp. man. Process 0396 0044 0037 0122 0363 0717 No
measurement
Strategies and goals 0.120 0.119 0.097 1.235 0.217 No
Stan. proc. and IT -0.146  -0.143  0.119 1.223 0.221 No
Process measurement 0.154 0.161 0.116 1.326 0.185 No
Process design 0.644~ 0.642° 0.087" 7.418" 0.000" Yes"
Proc. imp. and emp. man. Process design | 0.452  -0.108  -0.115 0.113 0.958 0.338 No
Strategies and goals 0.178™ 0.181™ 0.088™ 2.032™ 0.042™ Yes™
Stan. proc. and IT -0.154  -0.152 0.104 1.486 0.137 No
Process measurement 0.268 0.273 0.144 1.865 0.062 No
Process design Process 0.077 0.072 0.121 0.636 0.525 No
Proc. imp. and emp. man. MPTOVEMENt 1 4 327 0310™  0.312% 0.135% 2287 00227 Yes™
and employee
Strategies and goals management 0.096 0.098 0.095 1.008 0.314 No
Stan. proc. and IT -0.078  -0.082 0.100 0.777 0.437 No
Process measurement 0.036 0.040 0.123 0.296 0.768 No
Process design 0.169 0.160 0.129 1.314 0.189 No
Proc. imp. and emp. man. Stratgg;: and | 4300 0134 0133 0124 1078 0281 No
Strategies and goals 0.428" 0.436° 0.103" 4.140" 0.000" Yes"
Stan. proc. and IT -0.168  -0.165 0.112 1.493 0.136 No
Process measurement -0.342™ -0.341™ 0.133™ 25777 0.010™ Yes™
Process design Standardized -0.047  -0.053 0.114 0.412 0.680 No
Proc. imp. and emp. man, ProCessesand | a5 0513 0213 0129 1652 0099  No
information
Strategies and goals technologies 0.076 0.076 0.107 0.708 0.479 No
Stan. proc. and IT 0579 0.587° 0.114" 5.095° 0.000" Yes"

* Statistical significance at a < 0.005; ** statistical significance at « < 0.05, p — path coefficient; O. — original sample; 1 —
sample mean;  — standard deviation; t — t statistics (statistical significance at ¢ > 1.96)
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Figure 1: The structural model results.

5. DISCUSSION

The main result of the analysis of the data is the evidence that all dimensions identified in the
literature were accepted as real critical factors according to the tacit knowledge of the experts.
The research results shown in Table 111 show that all selected dimensions of the BPM model
are significant in establishing process orientation and are key factors for successful design,
implementation, control and adjustment of business processes in business strategies of
companies.

The significance of these dimensions is as different as their interrelationships. Research has
shown that strategies and goals is a quite important dimension, which is in line with many
studies cited in this article. Strategies and goals are placed at the centre of the model designed
by Kaplan and Norton [26]. Strategy planning, strategy implementation, strategic performance
management system design are the macro-level factors impacting the BPM effectiveness in
measuring and managing business processes. A strategy-driven process improvement plan
captures the organisations overall approach towards BPM. The process improvement plan
should be directly derived from the organisations strategy, and should outline how process
improvement initiatives are going to meet strategically prioritized goals [16].
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Standardized processes and information technologies is the second most important
dimension, which shows that managers are aware of the need to apply information technology
as a tool for successful business process management. The need for standardization of business
processes is specifically considered in the LEAN concept of business improvement as a key
factor for repeating the success in the execution of processes and their continuous improvement.
Information technology has a great influence on communication, process execution and
acquisition of knowledge from employees, but at the same time employees must have the
necessary knowledge and skills to use complex information systems [22].

Employee management and process improvement is also a very important dimension, which
ensures that the organisation has human resources that have the appropriate knowledge, skills,
experience and ability to manage processes under the set strategies and continuously improve
business processes. Knowledge, training and empowerment of employees are increasingly
considered as an important prerequisite for the success of BPM [16]. All employees must know
what their role is in the process, how their work affects others and how they contribute to
achieving organisational goals. Further, they should understand how individual processes
contribute to the overall goals of the organisation. Therefore, strategies and goals must be
understood by all employees from top management to workers on production lines [4]. The
structural model results show that Process measurement is also a significant dimension of BPM.
Successful process measurement enables reviewing achieved results as well as it creates the
basis for adjusting business processes. Through the measurement of the process, employees are
constantly informed about the results in terms of achieving the set goals. This makes it easier
for employees to adjust their behaviour to achieve goals [4].

6. CONCLUSION

The business Process Management approach is a collection of methods and tools that allow us
to answer the questions: what our processes are, how do we design processes, how do we ensure
their performance, how do we manage processes and how technologies and human resources
should support processes. The importance of BPM for the organisation is the reason for
conducting the research presented in this paper. The choice of dimensions as key factors was
made based on knowledge collected from theoretical and empirical research of many authors.
The identified and analysed dimensions can be considered as a starting point for organisations
and managers who want to successfully implement BPM. Organisations that focus on analysis
and control of the dimensions identified in this paper will have greater chances of success in
implementing the BPM approach [19].

The results of the research show that in most companies in countries that make up the
sample of the survey, the situation is positive in terms of understanding the impact of the BPM
approach to the organisation and management of business processes. The selected dimensions
of the BPM model were recognized by the surveyed participants and it is shown which
dimensions have a greater impact on business process management and which dimensions are
more important for the success of process orientation. Also, the results of the research show
that other authors agree with the research, especially in terms of giving a certain advantage to
the role of human resources over technology. The research is in concurrence with other authors
who support the idea that knowledge, skills, experience and responsibility of human resources
are crucial for creating intelligent business systems or businesses for the future.

Results of this research lead to the conclusion that company managers in surveyed countries
although aware of the importance of process orientation and dominance of the BPM approach,
give advantage to technology over the role of human resources, which is a certain, not big,
limitation. Future research should focus on determining the importance of business process
models in implementing business process performance management systems.
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